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ae 
KEY ECONOMIC INDICATORS 


Values in millions of US dollars unless otherwise stated. Exchange rate: for 
1973 avg. ($1 = 89.67 kronur); for 1974 avg. ($1 = 100 kronur); for 1975 avg. 


($1 = 150 kronur). 


% Change 
ITEM 1973 1974 1975 1974-1975 


GNP, Current Prices 1030.8 1330.4 1157.8 est. -13.0 
GNP, in Constant Prices (1969) 

(millions of Ikr.) 44,498 46,411 est. 44,833 est. - 3.4 
Average Population 213,499 216,628 220,000 est. lied 
Per Capita GNP (US$ - Current 

Prices) 4,828 6,141 5,263 est. 

Gross Fixed Asset Formation 

as % of GNP 30.4 : 34.0 est. 
Net Foreign Exchange Reserves 

(end of June) . . -9.9 
Money Supply & Current Account 

Deposits (end of June) 

Unemployment Rate 4 4 
Hourly Wage for Reykjavik Unskilled 

Labor (Ikr. - Yearly average) 158.92 242.43 est. N.A. 
Cost of Living Index 

(Jan. 1968 = 100) 

February 183 242 372 

August 210 296 459 


Total Exports, FOB 290 329 356 est. 
Exported Fishery Products Zn 255 est. 
Percentage Composition of Exports: 

the U.S. 

the U.S.S.R. 

EFTA 

EEC 


Total Imports, CIF 436 est. 
Percentage Composition of Imports: 
from the U.S. 
from the U.S.S.R. 
from EFTA sail acipcthiasheniniinessbaiientniemeniaaneininial 
from EEC eS eR Sk ce 


Principal imports from the U.S. (1974) in millions of US$: transportation 
equipment 11.6; non-electrical machinery 5.8; tobacco and tobacco products 2.4; 
grains and cereals 4.5; electrical machinery 3.0. 


Sources: Central Bank of Iceland, Statistical Bureau, National Economic Institute, 
and Embassy estimates. 





SUMMARY 


At present Iceland’s economic situation is as 
precarious as it was a year ago. Apart from 
maintaining full employment, there is little 
that can be said favorable about the economy. 
An added concern is the possibility of trade 
problems increasing over Iceland’s unilateral 
fisheries limit claims. 


The prospect for an improvement in fish prices 
next year is anxiously looked forward to, but 
this prospect is somewhat dimmed by the likeli- 
hood of oil price increases. 


The $65 million Icelandic Government/Union 
Carbide ferrosilicon plant to be built over 
the next two years offers good export possi- 
bilities for U.S. businessmen. 





Current Economic Situation 


Iceland continues to contend with high inflation 
(50%), rising wages, low fish prices, and a large 
budget deficit. The trade deficit is growing, and 
net foreign exchange reserves are negative. Full 
employment has been maintained, but real disposable 
income is down (16%). 


Surprisingly enough, Iceland has been able to weather 
the economic storms, just as it has weathered Nature's 
storms for centuries. A key question is how long can 
it keep it up. Some Icelanders shrug this off with 
the typical ‘Things have been worse: ° 


Last year the financial situation became so serious 
that the Central Bank suspended foreign exchange 
trading for almost two weeks. When the new govern- 
ment took over following this crisis, it announced 
it would take steps to get the economy going again. 


The government, however, has for the past year been 
largely preoccupied with the labor sector. The wage- 
price link severed last year has been restored in 
modified form, but has bought only a short-term labor 
agreement which expires December 31. Full employment 
considerations are the country’s main concern; conse- 
quently other aspects of economic life here receive 
less attention and have suffered accordingly, for 
instance, export sales. 


Related to export sales is an immediate concern of 
the Icelandic government, namely its recent unilateral 
declaration of a 200-mile fisheries limit. Its long- 
standing dispute with West Germany over the former 
50-mile limit has prevented Iceland from receiving 
the full benefits of an earlier accord with the 
European Common Market. The Icelandic government 
believes the benefits would be substantial, but pro- 
spects for agreement on the new limit are uncertain, 
which in turn raises doubt about improvement in 
Iceland’s trade position in that area. 





Outlook for 1976 


Prospects for 1976 are as cloudy as ever. Iceland 
lives by exporting fish and importing foreign goods 
and services. There has been great hope that the 
recovery in the United States will redound to the 
advantage of Iceland with an increase in fish prices, 
but it seems that this effect is some distance away. 


In addition to the fisheries limit dispute, another 
cloud is the likely increase in oil prices. Imports 
of high priced oil in recent years has seriously 
impaired Iceland’s balance of payments situation 

and Iceland has had to borrow extensively from the 
IMF. It has yet to adjust to these higher prices, 
and a substantial increase now would be a serious 
blow to the economy. 


The parliamentary session beginning in October will 
be the focus of attention as Icelanders and others 
wait to see how the government will move to deal 
with Iceland’s economic problems. 


Implications for the United States 


Despite the slowdown in the economy, imports will 
continue at a high level. Higher wages are likely 
to be negotiated toward the end of the year and 
consumer demand will rise. 


The recent agreement between Union Carbide and the 
Icelandic government augurs well for U.S. exporters 
in supplying goods and services for the $65 million 
ferro-silicon plant. 


On the negative side, higher freight rates for U.S. 
goods (except automobiles) plus increased import 
costs for many items will require a greater effort 
by U.S. businessmen if they wish to capture a bigger 
share of the Icelandic market. 
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CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information 
on most trading partners of the United 
States is available from the Bureau 
of International Commerce, U.S. De- 
partment of Commerce. 

The Bureau is organized geographically 


responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 


(202) 967 plus the given extension 


with a Country Marketing Manager 


Far East 
Australia and New 
Zealand 
East Asia 
Japan 
South Asia 
Southeast Asia 


Area Extension 


Africa 
Central Africa 
East and South Africa 
West Africa 


3646 
5401 
2427 
3137 
3875 


3904 
4927 
4388 


Europe 

Canada and Benelux 
countries 

France 

Germany and Austria 

Italy and Greece 

Nordic countries 

Spain and Portugai 

Switzerland, Yugo- 
slavia and Turkey 

United Kingdom 


Latin America 

Brazil 

Mexico, Central 
America, and 
Panama 

Argentina, Uruguay, 
and Paraguay 

Caribbean countries 
and remainder of 
South America 


3848 
4504 
4414 
3944 
4601 
3957 


5427 


5020 


2428 


2795 


3713 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 


Near East 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


5737 


lran, Israel, Egypt 


Bureau of East West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 
x UsSe GOVERNMENT PRINTING OFFICE: 1975@210-946/38 3-1 








